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12/12/74/| Filed Netice of Motion with affidavit of service. 
Re:To reject discharge in bankruptcy upon ground of 
fraud. Ret:12/16/74 at 10:00. 


12/16/74 |Revoke discharge Proc. & Adj to 2/5/75 at 10:00. 
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— 4/4/75 Filed Notice of Cross-Motion with affidavit of service. 
Re:Dismissing the p@tition of debtor with costs to 
Metpath, Inc. Pet:4/7/75 at 10:00. 
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4/4/75 Fiied Metpath's Inc's memorandum of law in support of 
its motion to dismiss debtor's petition. 
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4/7/75 Adj. revoke discharge, Cross-Motion Proc. & Adj to 
5/7/75 at 9:30. 


5/7/75 | dj. revoke discharge (also 6/9-2:15 for trial) Proc. 
and closed. Motion to dismiss granted. 
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5/16/75 |Filed memorandum of law of debtor in opposition to 
Metpath Inc's motion to dismiss the petition. 
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53/23/75 |Filed Notice of Appeal by attorneys for Medical Analytics, 
Inc. Re:Order cf May 16, 1975.Paid $15.00 to Clerk of 

‘Court. Receipt #52101. 

5/23/75 |Sent copies of notice of appeal to interested parties: 
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9 Re 
Filed Petition and Certified copy of Referee's order authorizing 
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Filed schedules and statement of affairs. Copies sent to Referee, 


Filed certifiicate of Referee pursuant to Rule XI-10, dated 6-1-73. 
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£ 6/17/75 Filed NOTICE OF APPEAL to District Court, for the Southern District 
” of New York, from hte Order of the Bankruptcy Judge ént~»ed in this {# 
case on May 16, 1975, denying the motion of Midical Ansayfies,y neg 0 
Ret: JULY 2ecm) 1975 et 10:30 A.M, in room 506, Bub By; 


. LANS FEINBERG & FOHEN, attys for the Fetitioner/Appe!lant.f. 
» 6/17/75 Filed DESIGNATION OF CONTENTS, of record on appeal and statement 
Ms of issues. Sub By: Lans Feinberg & Cohen, Dated May 30, 1975. £. 
a BROWN FOLDER TO BE RETURNED. 


"17/3/75 Filed BRIEF ON BEHALF OF APPELLANT, Medical Analytics, Inc. 

hee Sub By: Lans, Feinberg & Cohen, f£. 

{!7/17/75 Filed BRIEF ON BEHALF OF RESPONDENT, Metpath Inc. Sub By. Marshall, 
ea Bratter, Greene. Allison & Tucker. 


7/22/75 Filed REPLY BRIEF on behalf of appellant, Midical Analytics, Inc.f£. 


(1.12/1/75 Filed MEMORANUDM DECISION #43452, This &s an appeal from an order 
ee of Dank Judge Ryan, dated 5/16/75. The order of Judge Ragan dis- 
ee, missing the petition is affirmed. So ordered Conner, J. dated 
12/1/75. Copy to Bank Judge. M/N: Lans feinberg & Cohen 555 Madison 
Ave, N?.¥.N.Y., Raymond Rose c/o MetPath Inc. 60 Commerce Way, 
Hackeusack, N.J. 07606., Louts Rosenberg 16 Court St. Brooklyn, N.Y. 
Marshall Bratter Greene Allison & Tucker. 430 Park Avenue N.Y.N.Y. 
Fisher Hécht & Fisher, 200 Park Ave South N.Y.N.H. Judge Ryan ; 
. 40 Center St. Rm 238. 


Filed NOTICE OF APPEAL of Medical Analytics, Inc., to the USCA ~~ :. 
from the annexed order of the Hon. Judge Conner entered 12/1/75. £. 
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UNTTED STATES DISTIRCT C 
SOUTHERN DISTRICT QF NEW 


In the Matter 
of 


MEDICAL ANALYTICS, INC. . 


TAKE NOTICE, that upon the petition verified Decenderf , 1974, 


the affidavit of ROBERT ABEL, sworn to December & , 1974 and the Exhibits 
annexed hereto, the debtor, MEDICAL ANALYTICS, INC.. will move this Court 


before the Honorable EDWARD J. RYAN for an order pursuant to Title 1] 
U.S.C. 33, on December 16, 1974 at 10:00 A.M. 


(a) Setting aside the confirmation and discharge heretofore 
made in connection with said debtor, upon the grounds that a fraud was 
perpetrated by Raymond Rose, the prior President of Medical Analytics, 
Inc. and Metpath, Inc., the purchaser of substantially al] of the assets 
of Medical Analytics, Inc., in the procurement of the order confirming 
an arrangement in bankruptcy pursuant to the provisions of Chapter XI 
and that the discharge was granted premised upon such fraud. and that had 
this Court had knowledge of the true facts, such discharge would not have 


been made and 


(b) Revoking the approval heretofore given of the agreement 
made between Metpath, Inc. and Medical Analytics, Inc. rescinding .said 
agreement, and directing a bona fide sale of the assets fraudulently pur- 


chased by Metpath, Inc. and applying the proceeds thereof in favor of the 


creditors. 


(c) That the compensation of LANS FEINGERG & COHEN as attor- 


neys for the Debtor in connection with this application and all further 


Proceedings be determined and that they be reimbursed. for their reason- 


able expenses. 


Dated: New York, New York 
i December , 1974 


YOURS, €7C. 
LANS FINDERS & COHEN 


c } 4 ) | oe — 
Tae eh a 
A Member of the Firm 


Attorneys for MEDICAL ANALYTICS, INC. 
555 Madison Avenue 
flew York, N. Y..10022 

(212) 421-0700 


TO: 
RAYMOND ROSE 
LOUTS. ROSENBERG, ESQ. . Wi. <- 6890 


Attorney for Debtor 
in Bankruptcy 


METPATH, INC. 


MESSRS. FISHER, HECHT - $777: Sda2 
& FISHER 
Attorneys for Creditors 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


In the Matter 
of 
MECICAL ANALYTICS, INC., 


Debtor. 


TO THE HONORABLE EDWARD J. RYAN, 
Referee in Bankruptcy: 


The Petition of Medical Analytics, Inc., by 105 counsel, 


Messrs LANS FEINBERG & COHEN, respectfully alleges as follows: 


1. That Medical Analytics. Inc. filed a petition under Chapter 


Xl of the Bankruptcy Act on May 6, 1973 and was discharged on May 2. 1974 
(subject to the reservation by the Court of jurisdiction for certain pur- 
poses). For purposes of convenience, Medical Analytics. Inc. is herein- 


after referred to as the "Petitioner" and/or "Debtor". 


2. That in connection with the discharge and a plan of arrange- 
ment there was a fraud perpetrated on the bankrupt by Raymond Rose and 
Metpath, Inc. (hereinafter "Metpath") and that petitioner has only recently 
had knowledge thereof and had the true facts been known the discharge would 


not’ have been granted. 


3. That the acts of fraud consisted, among other things, of the 
following: , 

a. That Raymond Rose and Metpath falsely and fraudulently stated 
that the proceeds from the sale of certain assets to MetPath which sale was 
approved by this Court was sufficient to meet the plan of arrangement ap- 


Proved by this Court; 


b. That Raymond Rose, the prior President of the Petitioner and 
MetPath at the time they proposed and recommended to the interested parties 
a sa'o of the Petitioner's principal asset to MetPath,- fraudulently and 
Geceitfully failed to advise this Court or Petitioner's creditors or 
: Shareholders that they had made an arrangement whereby Mr. Rose was, at 
or about that time, employed by MetPath at a substantial salary plus 
other emoluments; 

c. That Raymond Rose and MetPath falsely and fraudulently 


Stated that Petitioner would be a viable entity after this discharge. 


4, That upon information and belief, the fraud set forth 
above was known by Raymond Rose, the Petitioner's former President, and 
by MetPath to be fraudulent; were made with the intent to deceive this 
Court and the Petitioner's creditors and shareholders in order that Mr. 
Rose and MetPath may profit thereby; and that had this Court and Peti- 
tioner's creditors and shareholders known the true facts the discharge 


would not have been made and the plan not have been approved. 


9. That the Petitioner upon learning the true facts moved 
diligently and was free from laches. Petitioner only learned the full 
extent of the misrepresentations in or about September, 1974 and there- 
after and until this time has attempted to resolve the claims set forth 


herein amicably. 


6. That the paragraphs of the accompanying affidavit and ex- 


hibits are adopted in this Petition as if set forth herein at length. 


WHEREFORE, Petitioner + Guests that the discharge in bank- 


ruptcy heretofore granted in favor of the Petitioner be rejected, and 


that the agreement between MetPath and the Petitioner be rescinded and 
that the Court direct a bona fide sale of the assets fradulently pur- 


chased by MetPath and apply the proceeds thereof in favor of the credi- 


tors. 


New York, NV. Y. 
December , 1974. 


MEDICAL ANALYTICS, iNC. 


Robert B. Abel, President 
Petitioner 


LANS FEINBERG & COHEN 


: Le 


Robert Ss. /Cohei 
A Member of the Firm 


Attorneys for Petitioner 

555 Madison Avenue 

New York, N. ¥.. 10022 
(212) 421-0709 


JF NEW YORK ) | 
Y OF NEW YORK ) SS. 


ROBERT B. ABEL, being duly sworn, deposes and says that depon- 


is the President of MEDICAL ANALYTICS, INC., the corporation named 


he wi 


ne within action; that deponent has read the foregoing Petition and 
cnows tne contents thereof; and that the same is true to deponent's own 
knowledge except as to the matters therein stated to be alleged upon in- 
formation and belief, and as to those matters deponent believes it to be 
true. This verification is made by deponent because MEDICAL ANALYTICS, 


INC. is a corporation. Deponent is an officer thereof, to wit, its 


President. 


pose Ee 
Sworn to before me this 


\/“"day of December, 1974. 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 
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e : STATE OF NEW YORK ) Ss.: 


COUNTY OF NEW YORK ) 


ROBERT B. ABEL, being duly sworn, says: 


1. I am presently the President of Medical Analytics, Inc. 
(hereinafter “Medical Analytics") and a director thereof. I became a. 
director on or about March 28, 1973 and President on or about April 11, 
1974. I submit this affidavit and the Petition annexed hereto in sup- 
port of the accompanying mot ion which seeks inter alia a revocation of 


the discharge in bankruptcy heretofore granted Medical Analytics. 


2. By an order confirming an arrangement in bankruptcy (Ryan, 
J.), this Court, on May 2, 1974, approved a Plan of Arrangement that dis- 
charges the bankrupt. The order and plan are annexed as Exhibit "A". 


The Court retained jurisdiction of certain claims (Par. 17). 


3. The plan itself was funded by MetPath, Inc. (hereinafter 


referred to as "MetPath"), which purchased Medical Analytics’ principal 


assets, its National Reference Laboratory. The proceeds of the purchase 
were to be placed in a special account~to meet the payments under the 
plan. Approximately $482,000 was required after the initial payment of 
$250,000. As hereinafter appears, the moneys to be paid by MetPath to 
Medical Analytics is substantially less than that which is required and 


Medical Analytics is hopelessly insolvent. 
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Bacr.ground 


4. Medical Analytics petitioned this Court for an arrange- 
ment under Chapter XI of the Act of Congress relating to the Bankruptcy 
Act, on May 6, 1973. In December, 1973, it was plain that Medical 
Analytics would not nave sufficient funds to continue its operations 
under Chapter XI. Income Statements submitted to this Court reflected 
that Medical Analytics continued to remain unprofitable between the time 
of filing its Petition in Bankruptcy, March 6, 1973, and December 31, 
1973. During that period the Statements reflected a loss of $37,731.04. 
The Income Statements submitted to this Court reflected that Medical 
Analytics continued to remain unprofitable between the time of filing 
its Petition in Bankruptcy, March 6, 1973, and December 31, 1973. Our- 
ing that period the Statements reflected a loss of $37,731.04. The In- 


come Statements are arinexed as Exhibit "B". 


5. Raymond Rose became President of Medical Analytics at or 
about the time of the filing of its Petition and was its architect through 
the unprofitable periods in bankruptcy, as reflected by the Income State- 
nents. By early 1974 it was apparent to Mr. Rose that a workable plan 
could not be made without the infusion of a substantia] amount of capital. 
In early February, 1973, Mr. Rose and MetPath, a corporation engaged in 
the operation of diagnostic testing laboratories (the same business as 
Medical Analytics) entered into an arrangement whereby MetPath would ac- 
Quire Medical Analytics’ principal assets, its customer lists, in exchange 
for providing certain moneys which Mr. Rose and MetPath represented would 
be sufficient to find the plan. The agreement between Mr. Rose’on behalf 


of Medical Analytics and MetPath is annexed as Exhibit "C". 


The Arrangements with MetPath 


6. Medical Analytics is a public corporation whose shares are 
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traded on the over-the-counter market. By reason of a sale of its prin- 


cipal asset, Mr. Rose wrote to Medical Analytics’ shareholders to obtain 


cheir approval of the agreement. As appears from the letter, annexed 

as Exhibit "D0", he stated that after the MetPath payment and the pay- 
ment to the creditors, Medical Analytics would have between $100,000 and 
$200,000 in cash and a small but profitable company. At or about the 
same time MetPath, also itself a public: company, advised its shareholders 
of its agreement to acquire Medica’ Analytics’ National Reference Labora- 
tory. In its notice to its shareholders, annexed hereto as Exhibit “E", 


MetPath stated that it will provide "the funding necessary to discharge 


Medical Analytics Plan of Arrangement". 


7. The foregoing representations by Mr. Rose and MetPath, i.e., 
that the proceeds that MetPath would pay to Medical Analytics under the 
agreement were made at various times to this Bankruptcy Court in support 
of their request that the Court approve the agreement and the plan. Our- 
ing most of the appearances before this Court after February 1973 was 
present Mr. Rose, as were MetPath's counsel, Messrs. Marshall, Bratter, 


Greene, Allison & Tucker. 


The Arrangement with MetPath 


8. It was plain to Mr. Rose of MetPath and Medical Analytics’ 
creditors that approximately $482,000 would be required in order for 
Nedical Analytics to have a viable plan. The agreement betw2en Medical 
Analytics and MetPath itself had a very complicated provision with res- 
pect to the requisite payment by MetPath. It provides (Exhibit "C") that 
Medical Analytics would receive the lesser of $500,000 or 50% of its 
monthly gross patient billings from the customer lists. At the tiie that 


this agreement was entered into, Mr. Rose, of course, and MetPath knew 
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what Medical Analytics’ gross billings had been for the year prior to 

the contract between them and could easily project what the billings were 
likely to have been based upon Medical Analytics’ past history. It was 
very plan that based upon that past history the moneys that MetPath would 
pay would be substantially insufficient to meet the plan approved by this 
Court. Nobody, of course, with knowledge of these facts proferred tne 
information to the shareholders, creditors or this Court. 

The Fraud Perpetrated on this 


Court and Medical Analytics’ 
Creditors and Shareholders 


oy The very plain fact is that the payment to be made by 


MetPath will be insufficient by approximately $180,000 to meet the Plan 
of Arrangement approved by this Court. At the time that the plan was 
approved, MetPath and Mr. Rose both knew of the short fall. Indeed, 
MetPath advanced $250,000 on account of the purchase and obviously ex- 


amined the billings previously obtained from the customer lists sold. 


10. i am advised that at or about the time that Mr. Rose made 
his arrangement with MetPath a s‘de arrangement was made by him whereby 
after the purchase and sale were concluded Mz. Rose would become an ex- 
ecutive with MetPath at a substantial salary. I believe that Mr. Rose's 
salary is approximately $35,000 per year with substantial other emolu- 
ments, including a bonus arrangement and stock options. None of these 
facts were disclosed to the Court, or by Mr. Rose to the Medical 
Analytics shareholders or by MetPath to its shareholders. Nor was it 
disclosed that the prior earnings of Medical Analytics established that 


the proposed plan was a sham and that there were insufficient moneys to 


fund the arrangement. Indeed, as hereinabove set forth, the contrary 


Statement was made to all interested parties. 


11. At the same time, however, it was critical for Mr. Rose 


to have the MetPath arrangement approved because not only did he make an 
arrangement at a substantial salary with MetPath, but he was personally 
liabte on a loan to a bank in Milwaukee, Wisconsin, Mr. Rose, to sub- 
Stantially reduce his liability, sold equipment without authorization and 
unlawfully (the equipment had been pledged) belonging to Medical Analytics 
in the amount of approximately $43,000. These facts, of course, were not 
disclosed by Mr. Rose or MetPath (by this time, of course, Mr. Rose was 


MetPath's agent) to any of the interested parties. 


My Introduction to the Manage- 
ment _of This Company 

12. Some time in the middle. of March 1974 I, with substan- 
tial experience in the business being conducted by Medical Analytics, 
Was asked, together with a Mr. La Penna, to join the Board of Directors 
Of Medical Analytics. A Board meeting was called, the principal pur- 
pose of which was to approve the MetPath contract. At that meeting, 
Mr. Rose represented that Medical Analytics had gross receipts of ap- 
proximately $100,000 a month and that after Medical Analytics received 
the proceeds from the MetPath arrangement not only would the Plan of 
Arrangement be met, but there would be additional proeceeds which would 


reflect to the Company. This was an absolute lie, as appears from the 


following: 


"INCOME FROM CENTRAL FACILITIES FOR 7-iMONTH PERIOD: 


Sent. 1973 YC ee ct 
Ocbs 1973 87.595). 
Nov. 1973 79.581). 
Dec. 1973 61,663. 
Jan. W974 84,348. 
Fab. | 1978 717,302. 
March 1974 69,310.86 
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Total $531,154. 
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MONTHLY AVERAGE 
$75,879.00 
MONTHLY PAYMENT TO MEDICAL ANALYTICS 


$37,939.00 X 10 = $379,390.00 


NEED TO SATISFY PLAN OF ARRANGEMENT MONTHLY 


$48,213.00 X 10 = $482,130.00" * 


At this same meeting, Mr. Rose perpetuated the myth that the Company 


would be viable, out of bankruptcy, claiming that it would re~ ive 
$130,000 from accounts receivable and $80,000 from the sale of certain 
equipment. In fact, however, as he well knew, the accounts receivable 
were used to pay his and other salaries and back taxes (for which he 
was responsible) and the moneys obtained as the result of the sale of 
equipment were used to pay a Medical Analytics bank indebtedness per- 


sonally guaranteed by him. Moreover, the sale of the equipment, Mr. 


* Thereby reflecting a shortfall 
of at least $120,000. 


Rose failed to disclose, would violate other financial agreements that 
Medical Analytics had made. The Pro Forma submitted at that March 28th 
Board of Directors meeting omitted substantially expenses and further 
inflated the income so that the Board of Directors would be given the 
impression that an arrangement in bankruptcy for Medical Analytics. 


would be reasonable and proper. 


13. At a meeting of the Board of Directors on April 11th 


myths perpetuated by Mr. Rose and MetPath before the Court and to 


their respective shareholders and Medical Analytics Board of Directors 


were repeated. During this meeting, Mr. Ronse also discussed the sale 
of Medical Analytics' facilities in New York, but both he and his 
counsel who were present neglected to advise the Board that the facil- 


ities could not be sold by reason of a security arrangement with a New 


York bank. 


14. Moreover, the Court filings of the expenses incurred 
by Medical Analytic s during the bankruptcy were grossly deflated, 
there having been omitted approximately $30,000 in debts to IBM, Farns- 
worth, Budget Auto Lease and Ipco Hospital Supply, thereby understat- 


ing to the Court (the Court filing listing payables at $59,285.02) the 


true obligations. 


By Reason of All of the Fore- 
going, the Situation at 


Medical Analytics is Hopeless 


15. MetPath's payments to Medical Analytics are actuaily 


insufficient by approximately $180,000 to meet the Plan. Additionally, 
the expenses incurred during the bankruptcy were upstage by at least 
$82,000, exclusive of 1973 taxes. There is no conceivable way that 
Medical Analytics can meet its obligations under the Plan or otherwise 
survive. This Court and Medical Analytics Board of Directors and 
Shareholders were duped by a series of major misrepresentations. The 
Court should revoke the discharge heretofore made, rescind the arrange- 
ment with MetPath (which arrangement was conceived in fraud) and sel] 
to a bona fide third party the Medical Analytics customer lists: in 
order that its creditors receive as much as possible out of this bank- 


ruptcy. 


16. The steps I am taking herein, upon learning of the 
facts, have been hereinabove described and were brought to my atten- 
tion, in the first instance, by reason of the small monthly payments 
Medical Analytics was receiving from MetPath. 1 promptly undertook a 
thoreugh investigation and had met with counsel and attempted to re- 
solve the problems set forth herein in part by having MetPath under- 
take to pay in full what it represented it would in order for the pay- 
ments to creditors to Se met. A?though I received initial assurances 
from MetPath's exec'.tives that they were willing to stand behind the 
plan, they have refused to make any firm commitment. I see no alter- 
native, therefore, than for this Court to grant the application sought 


herein. 


17. As it appears from all of the foregoing, Medical . 
Analytics cannot survive with the arrangement heretofore made in this 


bankruptcy proceeding. I shal] remain as a member of the Board of 


A~18 


a 


Directors until the Bankruptcy Court acts on this application. I have, 
however, submitted my resignation as President but shall remain avail- 


able as a consulcant to Medical Analytics to see it through whatever 


course the Bankruptcy Court determines. 
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Sworn to before me this 


day of December, 1974. 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


ATT WS 


In the Matter 
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MEDICAL ANALYTICS, INC., : ORDER CONFIRMING 
: ARRANGEMENT 


Debtor. 


é 
At New York, in said District on the )7 ‘day of 
2 es, ak Ae fy. 


< MAL. met 


The application of MEDICAL ANALYTICS, INC. the 
above named debtor, for confirmation of the arrangement under 
Chapter XI of the Act of Congress relating to Bankruptcy proposed 


by said debtor, which plan dated November 7, 1973, was duly filed 
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by the debtor and having been heard and duly considered; and 


due notice of said hearing naving been given by mail to all persons 
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entitled thereto and no one having appeared in opposition to the 


confirmation of said arrangement; and 


wm ee 


IT appearing that said arrangement having been 
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duly accepted in accordance with provisions of said Chapter xI 
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that the deposit required by the provisions of said Chapter xI 


me”, 


5 Rite 


6-23 
iv) Dollars, 


by said arrangement amounting to the sum of G 
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has been deposited, subject to the order of the Court in First 


besa os ores 


National City Bank, the depository designated by the Court, and 
that the deposit required by the provisions of said Chapter and 


by said arrangement has been deposited subject to the order of the 


2 tiers Seth eo my 


Court with David I. Schivitz, Distributor, appointed by this 


whose compensation shall be fixed by further Order of this Court 


ss 


— IF} 


SS romney and it appearing to the 
Satisfaction of this Court tha: the provisions Of Chapter xr 
have been complied with ang the said arrangement is for the best 


interest of all Creditors and is feasible and that the Said 


debtor has not been guilty of any of the acts or failed to perform 


any of the duties which would be a bar to the discharge of a 
bankrupt, and that the said Proposal and its acceptance are in 


good faith, and have not been made or procured by any means, 


Promises or acts forbidden by the Bankruptcy Act and there are 


no reclamation Proceedings pending, it is 


@ said plan of arrangement, a copy of 
which is annexed hereto and marked Exhibit A be and it hereby is 


confirmed; 


2) That the mon- On deposit to the Order of the 
debtor herein Shall be Paid by check drawn and Signed by David ene 
Schivitz, Distibutor, and countersigned by the under iyned, 
Sinkeuses, Judge, and shall be disbursed to the persons entitled 

thereto pursuant to the plan of arrangement and its Provisions 


in accordance with the schedules which are annexed hereto and by 


such supplemental Orders as this Court may make; 


aforesaid; 
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4) That the plan of arrangement and its provisions 
shall be binding upon the debtor and upon all creditors of the 


debtor, whether or not they have accepted said plan of arrangement 


or have filed their claims, or are affected by said plan of arrange- 


ment and whether or not their claims have been scheduled or allowed- 


and are allowable; 


5) That the debtor herein, by the confirmation 
proposed plan of arrangement be and it hereby is discharged of 
all its unsecured debts and liabilities provided for by the said 
plan of arrangement or in this order, but excluding such debts 


as under Section 17 of the Bankruptcy Act are not dischargeable; 


6) That all creditors affected by the terms of the 
plan of arrangement be, and they hereby are forever restrained 


and enjoined from taking any further action or proceeding in 


connection with their said claims except as provided herein; and 


except to enforce, the consummation of the terms of the plan of 


arrangement as confined herein; 


7) That the Court hereby retains jurisdiction until 
the provisions of the arrangement after confirmation have been 


performed to Sections 357 (7) and 368 of the Bankruptcy Act. 


8) That all property, assets and effects of the 
debtor in possession and the debtor be restored to the debtor, 
subject to valid liens; but the debtor is to maintain a separate 
eoucunt in a banking institution in the City of New York in which 
is to be deposited all monies to be received from MetPath, Inc. 
im accordance with the provisions of the agreement dated February 
12, 1974, approved by order of this Court dated March 18, 1974, 


and such fund. are to be deemed trust funds for the benefit of 
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and to be the obligation of Medical Analytics, Inc. to distribute 
to Director of Internal Revenue in accordance with the stipulation 
dated April 16, 1974, to the secured creditors, Bank of Commerce 
and M. & I. Nortnern Bank and to the uneccured creditors whose 
Claims have been filed and allowed in the within proceedings until 
such time as all of the terms and conditions of debtor's 
arrangement have been duly performed and the payments from said 
fund shall be made by checks signed by Raymond Rose, who is to 

be personally liable in the event any of the funds are diverted 


for a purpose other than as herein set forth. 


9} Notice shall be given to all persons set forth 
in Schedule (D) hereto annexed and made part hereof, whose claims 
have been scheduled by the debtor and who have not filed proofs 
of claim herein, advising them of the entry of this order and 
notifying them to file chaise wising within thirty (30) days after 
the date of mailing of said notice, and in the event of failure 
to do so, the claims of such persons shall not be allowed and shall 


be barred. Proofs of claims filed pursuant to this paragraph will 
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not be allowed for amounts in excess of those set forth in the debtor'r 


said Schedules. Objections to any claims so filed shall be brought 
on for hearing within sixty (60) days from the date of mailing 

said notice, upon at least ten (10) days notice of hearing. Upon 
failure to comply with the provisions of this paragraph, any 
objections to the allowance of the claims affected thereby shall 

be deemed waived and such claims shall be allowed. Any claim 

in Schedule (D) which is hereafter allowed shall be deemed included 


in the appropriate schedule hereto annexed; 


10) That the debtor is subject to any and all further 


orders issued by this “Court. 
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11) That proof of claim filed by a creditor within 
thirty (30) days after mailing with notice of confirmation to 
him as provided in Section 355 of the Bankruptcy Act shall he 
allowed for an amount not in excess of the amounts set forth 
in the cebtor's schedules unless objections to the allowance 
of such claims are filed within forty (40) days after mailing of 


such notice. 


12) That the amount appearing in the annexed schedules 
as allocable to the Referee's Salary and Expense Fund is estimated 


and provisional only, the precise amount to be finally fixed b 
Pp y P y y 


the undersigned in appropriate supplemental orders; 


13) That within ninety (90) days from the date hereof, 
Or until further order of the Court, the Disbursing Agent shall 
stop payment on all checks then remaining unpaid and deposit the 
total amount of such unpaid checks with the Clerk of tits Court, 
by certified check, drawn, signed and countersigned as aforesaid, 
and at the same time filing with said Clerk of list of the names 
and addresses of the persons entitled to the monies deposited and 


the respective amounts to which each is entitled; 


14) That within one hundred twenty (120) days from 
the date hereof, or until the further order of this Court, the 
Dishursine Agent shell file with this Court a verified final report 
snowing compliance with this order, and the order of confirmat.on, 


tegether with ail cancelled vouchers and a bank statement showing 
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distribution of all funds which were deposited as required by 
the provisions of Chapter XI of the Bankruptcy Act and the Plan 


of Arrangement; 


15) That objections to claims which hava been proved 


and filed but not allowed or disallowed herein prior to the date 
nereof, as set forth in Schedule (E) hereto annexed and made a 
part hereof, and not heretofore objected to, shall be brought on 
for hearing within thirty (30) days from the date hereof upon at 
least ten (10) days notice of hearing. Upon failure to comply 
with the provisions of this paragraph, any objections to the 
allowance of claims affected thereby shall be deemed waived and 
such claims shall be allowed. Any claim in Schedule (E) which 
is hereafter allowed shall be deemed included in the appropriate 


schedule attached hereto. 


16) That the stipulation between the debtor and 
District Director of Internal Revenue be and the same is incorporated 
herein with the same force and effect as though fully set forth 


herein. 


17) The Court retains jurisdiction of the objections 


to the allowance of the priority administration claim of 


Advance Medical Laboratories, Inc. and the debtor's counterclaim 
and the objections to the allowance of the administration claim 


of Capital Consulting Corporation and the debtor is to make payments 


to such creditors in accordance with provisions of the arrangement 


in the event that’ a final order is entered allowing said claims. 
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“) MEDICAL. ANALYTICS, ‘INC. 
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In the Mattes 


of ARRANGEMENT 


MEDICAL ANALYTICS, INC., pe 13 B 222. 


Dedtor. 
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The above-named debtor proposes the following arrangement with its unsecured 
creditors: 


l. TAXES AND PRIORITY CLAIMS 


All taxes payable to Federal State, municipal and other taxing agencies 
entitled to priority and all other claims that may be entitlea to priority under 
the provisions of the Bankruptcy Act shall be paid by the aebtor upon confimuation 
sn accordance with the terms of agreements as shall have been approved by the 
Court in charge of this proceeding. 


2. ,. SECURED CREDITORS 


The debtor assumes performance of all agreements with ‘hose creditors who 
nold security of the debtor to the extent that the underlying security agreeacnts, 
if any, have not been disaffirmed, and agrees to carry out the provisions of sny of 
such agreements in accordance with their terms. 


3. UNSECURED CLAIMS 


The general unsecured claims of the debtor are to be settled and satisfied 
as follows: 


10% of their respective claims payable 24% three months after the 
Order of Confirmation; 2%: one year from Order of Confirmation; aki 
eighteen months afver confirmation and 23% two years after eonfirna- 
tion, evidenced by non-interest bearing promissory notes which will 
provide: 


That in the event of default in payment of one of the notes, and said 
default continuing for a period of ten (10) deys, then all the renain~ 
ing notes shall becone due and payable at the option of the holder 
thereof, if presented for payment within thirty (30) days of said 
default. 


The Company (Debtor) shali not declare any dividends while any of 
said notes are still outstanding. 


Notices required hereby shall be mailed to the Company (Debtor) at its 
address and to the noteholders ot addresses provided by them to the 
Company, end the Company shall be only required to mail such notice 

ox notices to said address 46 provided. 


4, RETENTION OF JURISDICTION 
The Court shall retain jurisdiction of the proceeding solelyfor the purposes 


provided for in Section 387 of and pussrant to Section 363 of the Bankruptcy Act. 


Dated: New York, New York 
November 7, 1973 


MEDICAL ANALYTICS, INC. 


By: Ravinond Rose 


SCHEDULE A 


ADMINISTRATION EXPENSES 
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SCHEDULE C 


LIST OF CREDITORS WHOSE CLAIMS HAVE BEEN FILED AND ALLOWED 


MEDICAL ANALYTICS, INC. 


STATEMENT OF INCOME 
(without audit) 


WIE TATE 


a GBeuteolid - ELevvche’ ty Physicians 


February 12, 1974 


Medical Analytics, ‘Ine. 
530 West Northwest Highway 
MG. Prospect, Illinois 60056 


‘Gentlemen: 
This letter will confirm our agreement eas Tollews: 


i. Upon receipt by MetPath, Inc. ('MecPath") of 
a letter or release satisfactory to its counsel from Advance 
Medical Laboratories, Inc. ("Advance") releasing any and ail 
rights of Advance pursuant to that certain letter agreement, 
dated September 20, 1973, between Advance and Medical Analytics 
Inc. ("Medical"), MetPath will iend to Medical, for a term of 
six (6) months, the sum of $35,000.00 to be evidenced by 
Medical's promissory note, bearing interest at ten per cent 
(195), which ts to be secured by all cf the collateral listed 
On Schedule A annexed hereto. 
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2. MetPath undertakes, upon the terms and con- 
ditions hereinafter set forth, to provide financing to confirm 
a Plan of Arrangement for Medical. 


3. MetPath will provide the funds necessary , 


not to exceed $250,000.00 in the aggregate, to satisfy the 
following claims against Medical: 


@. Administration expenses, consisting of 
court fees, counsel for Gebtor, counsel ror creditors! 
committee, secretary to creditors! committee, and court 
appointed disbursing agent ; 


“be. An initial payment with Pespect to all tax 
claims; 


¢. All wage and other Priority claims: and 
d. An initial payment to’secured creditors. 


4, The obligation of MetPath, set forth in the 
preceding paragraph, shall be conditioned upon Medical- enter- 
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for Gelrerred 5 ts of secured creditors 
S Sactislactory to MetPath. 
= Py 22 shore Por fas funding specified in 
g°S5S%s, Uson the First payment with respect thereto, 
- S@i., assijsn and deliver to HetPath true and 
Comal ete = Y ail ¢ustomers now or previously serviced 
gr se =) ©@2i¢01 WLERIN the cities of New York, Chicago 
See ce anc the regions within a 75-mile radius of each 
Ssucn c In addition, as further consideration for the 
bacmen De made by MetPath, from and after the first such 
Peavinen ither Medical nor Mr. Raymond Rose, its President, 
wll 6 ©, for 4 period of five (5) years, in the cities 
and re Specified in the pre eding sentence with the 
elinic boratory business now or hereafter conducted therein 
by fletP 


6. Commencing with the first full month follow- 
ng the month in which Medical's Plan of Arrangement shall be 
confirmed and continuing for a total period of ten (10) months, 
MetPath shall pay to Medical an ameunt, which is not to excced 

in the aggregate the lesser of (a) $500,000.00, and (b) such 
Sum as shall be necessary to effect all payments called for by 
Mecdical's Plan of Arrangement as the same shall be confirmed, 
equal to the sum of (a) fifty per cent (50%) of the monthly 
Gross receipts from patient Sillings, and (6) fifty per cent 
(50%) of the monthly Sales from other billings resulting from 
any of the customers of Medicel Set forth on the customer 
lists delivered Pursuant to the immediately Preceding paragraph. 
Amounts payable with respect to each such month shall be paid 
by MetPath to Medical on the 15th day of the next Succeeding 
month, accompanied by a computer print-out or other statement 
reflecting billings during the relevant month. 


: ¢. Medical will use its best efforts to cause 
to be confirmed by the bankruptcy court its Plar of Arrange- 
ment as presently proposed, and will not cause or permit 
such Plan to be changed in any manner without prior written 
consent of MetPath. 


8. This arpreement shall pe Subject to and 
conditioned upon the receipt by Medical of such approvals 
as shall be required of its ereditors' committee and the 
bankruptcy court pursuant to Chapter XI of the Federal 
Bankruptcy Act. g 


Page -3- 
February 12, 1974 . 
Medical Analytics, Inc. 


Please confirm that the foregoing correctly 
sets forth our agreement by Signing and returning to MetPath 
a copy of this letter provided for that purpose. 

Very truly yours, 


METPATH, INC. 
a - s 
_ LEG LGA 
: - 


AGREED AND ACCEPTED: 
MEDICAL ANALYTICS, INC. 


ial 


Bre=toOM— oo 


r a . - 
Rayeand Nose, President 


AGREED AND ACCEPTED as to ‘ 
Paragraph 5: 
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AS you ara ai) bs “ie Company Filed a petition under 
Cha Eer MI Gr = MPECY ACE .On March Gin of 1973. This 
t nos Bens sy Che fact tnrat the company had 
4 aly $1.3 million in unsecured indebted- 
a G tO amortize. A number of these unse- 
ES ressing for court action and had received 
ag company whnicn could have at that time, 
ei 2d to go through, forced a straight bank- 
ath In orger to forestall that, the company 
protection of the court. 


Immediately following the filing of the petition, prior 
Management of the company resigned and current management 
Was appointed. These appointments were verified By the court 
and management was given permission to Operate in the cavacity 
of Debtor-in-Possession, which pursuant to the Chapter XI 
regulations, is equivalent in authority to a trustee appointment 
by the court in Straight bankruptcy. Naw management immediately 
wegan an in-depth evaluation of the current Operating status 
of tne company, its operations and nature of its business, 
3 costs, etc. In addition, arrangements were made with the firm 

Of Jaffe, Haft and Soring, the company's auditors, to as 
rapidly as possible complete an audit of the 1972 fiscal year. 

fy The court approved the appointment of this auditing firm and 
a fee for their services was established. After approximately 
one month, the auditors reported to management that until 
Our internal people were able to either locate, construct or 
reconstruct certain records, it would be impossible for them to 
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530 W Northwest Highway 
Mt Prospect. IL oO0Ss 
(312! 253-8455 


proceed any further. We began an earnest search for a staff 
accountant wno could handle this problem. At the same time 
our evaluation of the ongoing operations of the company 
continued. 

Shortly thereafter, we obtained the services of a cortified 
public accountanE through the efforts of Ernst & Ernst nac- 


ional public accounting firm and he was yiven the assignment 

of investigating the available internal records and cither 
constructing or reconstructing what was necessary. At the 

same time we affected certain revisions in the operating 
structure and-methods of the company that greatly reduced - 


our overhead. Througnout the suiamer our offerts concerning o 
tne finenGial records continued as well as Gur efforts to Se 
consolidate operations. [In August of 1973, through availiable 

court proceedings, we were able te terminate contructs in 

existence with individuals and landlords, ~» amounting to 


approximately $100,000 per year. These st in no way 

affected the efficiency of our operation. approximately 

the same time we had reached a point with the financial , 
records to necessitate the return of our outside auditors 
and they commenced again their audit of the 1972 records. 

AEter a short period of time tney informed us that due to the 
UnaVallability Of Certain portions of bat resords and the 

fact that they had to be reconstructed in other than a routine 

fashion, that they would not, even upon cor apletion of an 
audit if that were possible, be able to cortify it. ; 
course, yave us cause for great concern because an audit tha 
was uncortified with a number of disclaimers attached was 
almost as good as no audit: at all. With this informatio 
doubled our efforts in an attempt to put the records ina 
condition to cause the audit to be certifiable To da 
have found that this is an impossible task. 
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Throughout the period of time that we are concerned with in 
this reoort, we found that no matter how mucn we ware able to 
accomplish in the way of economies and efficiencies, that we 
were still faced with a.decreased yet severe negative cash 

fiow situation. This condition became more pronounced in the 
months of August and September due to tne ad tional seasonal 
falloff in sales -during the months of July and August. The 
SCVerlEy Of this cash flow problem caused an arrears in our 
withholding tax payments. Even though the IRS was very lenient 


(iy 


in their treatment of this case, they were very concerned 
about allowing this arrearage to exist, especially with a 
cOmpany in a Chapter AL Situation. This problem necessitated 
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problem in nN. 
more invol ec 
Of our par are 
that they woul coca 
NSCessazy £O s nen sent 
that our prior arrangement with them wa terminat 
epproximately this time we wera rive cranye- 
; ment with another company much ica paole 
| Einanctially te aktack one srout iclosingd a soor of 
' @ letter of agrssnent drafted a Dbatwean MatPath, 4 ( 
. Inc. and Medical Analytics, Inc 4S1¢C Nacure Of tnis : \ 
“agreement is (and which:was the ture of every indiv= { 
idual contacted for purposes of that they are not a 
interested in the acquisition of Medical Analytics, Iné. but | 
will provide the funds necessary for Medical Analytics, Inc. ‘ 
to solve its financial gifficulty for which Hedical Analytics 
must sell its only tangible asset, and that is its ongoing 
laboratory business operations. We have the following choices: 
i. “@ acecest the emount of money proposed uncdar the conditions 
stipulated and end up with a company which will be doing 
aooroximately $200,000 a year in sales having approxi- 
mately $190,000 to $200,000 cash in the bank, or 
2. We face immediate bankruptcy and have nothing. 
a : 
© is our feeling that even though the Opportunity that we 
have for a revival of Medical Analytics mey be somewhat slin, 
at least we have a chance at regaining something, but only if 
o we accept the type of proposal put forth. 
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Over the period of time since September, all other mempers 

of the Board of Directors and officers of this corporation 

have resigned primarily due to the somewhat rapidly deterior- 

ating situation. At the moment, I am the sole survivor. 

I hesitate as an individual without the benefit of a quorum 

Of a legally constituted board to taxe a course of action 

concerning this company which may be contrary to the wishes 

Of the stockholders. tL would be assuming on my own, 

tremendous liabilities as you can be well aware. I am 

asking you at this time for your opinion. You will find 

enclosed a preaddressed postcard providing you with: an 

. Opportunity to either approve or disapprove of the proposed 
Program. I would ask that you complete this card and return 
it as rapidly ‘as possible. “I further propose the following, 
tnat upon court approval of the proposed program, I would 
remain, at your pleasure, as President of Medical Analytics 
in ordar that the incoming funds be properly disbursed and 
that the future viability of the company be assured. I am 
enclosing a copy of a financial statement showing our activity 
since March 6th. Understand that these figures are not 
audited, but they constitute a consolidation of the monthly 
reports that we have. been submitting to the federal bankruptcy 
court. I am sure that your analysis of these figures will 
tell you the same story that tney have told us. ‘Thess figures, 
by the way, do not include any data prior to the Filing of 
the petitian of March 6, 1973. 


+ am sure that if we ail cooperate that we will be able to 
arrive at a situation, where once again, Hedical Anulvtics 
may well be able to become a viable organization even though 
Lt may not necessarily be in the same field of enceavor. I 
remain 


Yours truly, 


MEDICAL ANALYTICS, INC. 


BR/ Jb 
Enclosures 
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METPATH EXPANDS iNiQ THE MIDWEST 


Hackensack, New Jersey, February is, 1974 -- MetPath Inc NASDA 
Hackensack, New Jersey, and Medica! Analytics, Inc. (NASDAQ 


today announced an agreement in priniciple which would conclu: 


Analyties' Chapter XI proceedings end permit the continuntion ol 
Services to the company's customers. 


Under this agreeinent, which requires court approval. MetPath tne. will s 
provide the funding necessary to discharge Medical Analvtics' Pina of 


Arrangement. In return, MetPath Will service Medical Analytics’ business 


in Chicago and Milwaukee, which currently amounts to approximately $1.2 
million annually. 


MetPath Inc., one of the nation's largest independent clinical laboratories, had 
sales in excess of $5.1 million in fiscal 1973. It is licensed by the federal 


5 
government for interstate services and currently operates facilities in New York, : 
New Jersey, Massachusetts, Pennsylvania und lowa. : 
The Company offers more than 600 indivudual laboratory tests on blood and : 


urine specimens to doctors, hospitals, institutions and the government, with 
the bulk of its work performed on highly-advanced, computer controlled 
equipment. This permits overnight iuboratory service to Virtually any 
point in the United States. 
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UNITED STATES DISTRICT COURT 
VUTHERN DISTRICT OF NEW YORK 


73:8 222 


NOTICE OF CROSS-MOTION TO 
DISHISS PETITIOCN OF 

ICAL ANALYTICS, INC., MEDICAL ANALYTICS, INC. 
tlt etic And tsb 


PLEASE TAKE NOTICE that upon the annexed verified 
answer of MetPath Inc. and the affidavit of Robert A. Burns, 
sworn to April 1, 1975, MetPath Inc., a party in interest with 
respect to the petition and motion of Medical Analytics, inc., 
will move this Court, before the Honorable Edward J. Ryan, 
Bankruptcy Judge, on April 7, 1975 at 10 o'clock in the forenoon, 
for an order pursuant to Title 1l U.S.C. 786, dismissing the 
said petition and motion of Medical Analytics, Inc., with costs 

Oo MetPath Inc., and for such other relief as the Court shall 
Geem just and proper. 
Dated: New York, New York 
Agri: 1, 1975 
Yours, etc. 


MARSHALL, BRATTER, GREENE 
| LSON & — 


ve as eee ‘Of the Firm 
Attorneys for MetPath Inc. ' 
430 Park Avenue 
New York, New York 10022 
(212) 421-7200 
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‘4000 STATES DIsrricver COURT 
Se tiers 
ih 


~HERM OISTRICT OF sissy YORK 


‘ THE MATTER OF 


WEDICAL ANALY ANSTE2 


METPATH INC. ("MetPath"), for its answer to the 
herein by its counsel, Marshall, Bratter, Greene, Allison 


respectfully alleges as follows: 


1. Admits the allegations of Paragraph 1, except denies 


that Medical Analytics, Inc. ("Medical") was discharged under the 


Bankruptcy Act on May 2, 1974, and admits and avers that the Plan 


of Arrangement proposed rE. Medical was confirmed by this Court on 
g Pp 2 


2, 1974. 


each and every allegation contained in Para- 


Lon except states that it lacks knowledge 


2lief as to the truth of any allegation that 


a fraud Medical. 


Ss each and every allacsation ccntained in Para- 
Graph 3 ition, except admits 
offered to and did employ Raymond Rose and 
hneovledge sufficient to form a belief as to 


On with respect to any acts of fraud 


‘di Raymond Rose. 


a 


“. Denies each and every allegation contained i 


graph 4 of the petition, except states that it lacks knowledg 


sufficient to form a belief as to the knowledge of Raymond 


any fraud. 


5. Denies each and every allegation contained in Para- 


graph 5 of the petition. 


6. In response to Paragraph 6 cf the petition, incor- 
porates by reference the affidavit of Robert A. Burns annexed 


hereto. 
FIRST DEFENSE 
7. The relief sought by the petition is barred by 
11 U.S.C. 786 because the petition was brought more than six 
months after the date of confirmation of Medical's Plan of 
Arrangement. 


SECOND DEFENSE 


8. This Court lacks jurisdiction over the subject mat- 


ter of the petition. 
THIRD DEFENSE 


9. The relief sought would amount to a taking of Met- 


Path's property without due process of law. 
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WHERES ORE, 


Medical be disinissa 


Dated: New York, New York 
April]. , 1975 


eS on 
a 


~—_A Member or the Firm 


LANS, FE 
Attorney 


RAYMOND ROSE 


LOUIS ROSENBERG, ESQ. 
Attorney for Debtor in Bankruptcy 


FISHER, HECHT 
Attorneys ae 


SUAVE OF NEW YORK 


) 
) 
) 


COUNTY. OF NEW YORK 


ROBERT A. BURNS, being duly sworn, deposes and says 
that he is the President of MetPath Inc., the corporation on 
whose behalf the within Answer to petition is being submitted; 


that he has read the foregoing Answer and knows the contents 


on 


Oy , Pll 7 
VI Pes peae 
r ROBERT “A. BURNS 


thereof and that same is true to oy knowledge. 


S.orn to before me this 
y*( Gay of April, 1975. 
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Comm. ssion Series iaei¢h 20, 1977 


' 


ALE LOAV ET 
MEDICAL ANALYTICS MOTION TO 


Se ee 
AAU © ral Neolh 


COUNTY OF NEW YORK 
ROBERT A. BURNS, being duly sworn 


1. I am the President of MetPath Aga vorn 
party in interest with respect to the petition an 
Medical Analytics, Inc. ("Medical"), for an order rejecti 
"discharge in bankruptcy" heveeurore granted in favor of 
and rescinding an agreement between MetPath and 
further ordering a sale of the assets allegediy 
cnased by MetPath from Medical and applying the 
in favor of the creditors of Medical. I subm 
Opposition to said motion and petition and in support of MetPath's 
cross-iiotion to dismiss the petition as barred by the applicable 


Statute of limitations. 


2. I respectfully submit that said petition should be 


dismissed, Medical's motion be denied, and MetPath's cross-motion 


be granted for the following reasons 


I am informed by my counsel, and I verily believe, 


ae ae 
Pay ge Ni 


a ian of Arrangement must be commenced within Six MOneis 


the date of confirmation of the Plan of Arrangement. Medicai's 
of Arrangement was confirmed by this Court On Hay 2) 9 7a 
accordingly, the last day for petitioner to have timely 

brought this petition was November e, 2974. (In fact, 

wis dated December 4, 1974. Accordingly, the relieé requested in 

the petition is barred by the applicable statute of limitations 


ana the petition must be dismissed. 


(b) As is demonstrated below, no fraud has been perpe- 


trated nor any impropriety committed by MetPath. 


a. On behalf of MetPath, I personally participated in 
negotiations with Medical which resulted in the agreement dated 
Peoruary 12, 1974 ("Agreement") between MetPath and Medical, pur- 
Suant to which MetPath purchased from Medical lists of all cus- 
tomers serviced by Medical within the cities of Chicago and 
Hilwaukee for a purchase price equal to the sum of (1) $250,000, 
and (ii) "an amount, which is not to exceed in the aggregate the 
lesser of (a) $500,000.00, and (b) such sum as shall be necessary 
to effect all payments called for by Medical's Plan of Arrange- 
ment as the same shall be confirmed, equal to the sum of (a) 
Eltty per cent ($04) of the monthly gross receipts from patient 
billings, and (b) fifty per cent (50%) of the monthly sales from 
other billings resulting from any of the customers of iledical 


set forth on the customer lists delivered pursuant to. [the 


Agreement]." 


A~-50 


4. The Agreement was duly presented to counsel for the 


Creditors' Committee for approval and to this Court for its ap- 


proval, and both such approvals were received. 


3. MetPath has fully and completely complied with cach 


and every obligation imposed on it by the Agreement. 


6G. In cunhecbion with entering into 


was informed by ! 


9200,000-$110,000.. Accordingly; 
tation that if MetPath were able to maintain 
former customers at comparable levels, the Agreement would pro- 
vide for Medical, over a period of ten months, the sum of aporcx- 
imately $500,000. However, inasmuch as Me hedid nok 
opportunity or time to perform any kind of audit of Medical's 
(and, indeed, such audit may weil have been futile in view of 
Medical's apparently confused books and records), as a matter 
prucent business judgment, I made certain that the Agreement pro- 


ided that future payments to Medical would be contingent upon 


sales actually made by MetPath to Medical's former customers. 


7. %&In fact, MetPath's monthly sales to Medical's former 
customers have ranged from approximately $49,500 to $62,000, and, 
accordingly, monthly amounts payable by MetPath to Medical under 


the agreement were in all cases less than $50,000. 


President, 

time of the : 
the only person who xnew the whole opera- 
contact with all of its customers. While 
tic. Rose after ke Agreement v ay LE 


+ 


that tne interests of Medical] 


, 


served by maintaining continuity of customer. 


serving the customer list as an asset and 


as iEnoOWwn? 
by anyone that MetPath has not 
mallar: waien twas 
“ztPakth has paid to Medical all amounts which i 
coligeted to pay under the Agreement 


10. Shortly after Medical's Plan was confirmed by thi 


Ss 


Court, I began to receive telephone calls and visits from Hr. 
Robert Abel, the President of Medical. On each occasiscn, Mr. Abel 
informed me that operations at Medical were not going well and 
that Medical was having severe cash-flow difficulties. He 
requested assistance from MetPath to alleviate Medical's current 
Operating cash-flow difficulties and we responded by extending 

the time for Medical to repay to tietPath a loan made by MetPath 


in February 1974. 


il. At the end.of September 1974, 


from Lans, Feinberg & Cohen, counsel to 


Medi 


MetPath had misrepresented certain material facts 


party. I thereupon instructed my counsel to arran 


"74 


Wea ~~ 


ae 


th Robert Abel of Medical, me and ou 


attempt to learn precisely what Medical's 


alluding to. At such meeting, it became 


of Medical was no more than a blatant at 
MetPath payments over and above those 


threatening a Proceeding to somehow “rescind 


MetPath has already paid to or for the acco 


a 


aggregate sum of $499,993, pursuant to the 


cult to comprehend how Medical Proposes that the 


rescinded unless it is Proposing that the Court e 


list sold to MetPath without repayment of 


paid therefor. 


ae 


reasons 


wily prays that the 


£ petition of Medical 


ths agen 


cane motion be ied 


Sworn to before me this 
«day of April, 1975. 
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,UNITED STATES DISTRICT COURT 
' SOUTHERN DISTRICT OF NEW YORK 


Ir the Matter : THGex (NGG sie ee! 


of 


MEDICAL sc ANALYTICS INC, 


Hepes. 


ARD ; 
 PANKRUpT RYAN 

Medical Analytics, Inc. having: duly moVedUDGEs Court 

g EP 


by Notice of Motion dated December 4, 1974, for an order pursuant 
COuUPLoLe LE US CaS ase seh eing gate the confirmation and dis- 

“charge heretofore granted Medical Analytics, Inc. upon the 
grounds of fraud in procuring said confirmation and discharge 

and revoking the approval heretofore given of an agreement made 
between MetPath Inc. and Medical Analytics, Inc. and directing a 

‘sale of the assets purchased by MetPath Inc. and applying the 
proceeds thercof in favor of the creditors, with costs to Medical 
Analytics, Inc., and MetPath Inc. having duly cross-moved this 
Court by a Notice of Motion dated April 1, 1975, for an order 
ey: fo Title Li ULS.C. §786,' dismissing the petition of 

. Medical Analytics, ince., with costs to MetPath Inc., and said 
motions having came: on For hearing before this Court on May,7, 
VOWS 

NOW, pon reading and Erling the Notice of Motion of 

Mishel Ana Wy ktes, ) Tne. dated Decenber 4, 1974), the verified 
POLCUELON and thea ativdaviik of | Roberti (abel) lsworn ita ion 
Hacenher A LY7TA on osMppoLl of \eAdd) motion, toqether with proof 
mE due geass tee ol The Porcgornat pipes upon the attornoyvs) for 


CRO Bambee ay Gees, IN WON YeauIng and fling che 


ae OO We a. 


MetPath Inc., dated suis i; 19756, 
answer and the affidavit of Robert A. Burns, © ‘sworn / 


es April 2) 2975 20 opposition to the motion of Medical Analytics, 


ao eee 
“Fe et wee 


Inc. and in support of the cross-motion of MetPath Inc., together’ 


Se et a rhe 


\ 
jwith proof of due service of the foregoing 
| 

' 


Lae 


neys for the partifs in 
' 


7 
an 


+ 


|\Feinberg & Cohen, Alan Krieger of Counsel, and MetPath Inc. 
d by Marshall, Bratter, Greene, Allison & Tucker, 
ae. 

of Counsel; : 


AND, it appearing that Medical Analytics, sett + 


petition was not filed within six months of the ‘confirmation “4 

Less 
oe") 
of Medical Analytics, Inc.'s plan of arrangement; 


AND, due deliberation having been had; 


yee 
1 
' 


a 


NOW, on motion of Marshall, Bratter, Greene, Allison; 
is Tucker, attorneys for MetPath Inc., it is hereby : 

ORDERED, that the motion of Medical Analytics, Inc.,:b| 
‘and the same hereby is, denied, the cross-motion of MetPath Inc. 
‘be, and the same hereby is, granted, and, accordingly, the 3 


1 


etition of Medical Analytics Inc. is dismissed; and it is 
ORDERED, that MetPath Inc. be awarded the costs of.., 
i ae, 
ee motion. 


‘Dated: New Yor New York 
May IS , 1975 


SOUTHERN DISTRICT OF NEW YORK 


In the Matter 
of 


MEDICAL ANALYTICS, INC., 


Debtor. 


TAKE NOTICE that MEDICAL ANBUXTICS. INC, 
in the above entitled proceeding, hereby appeals to 
States District Court for the Southern Dis 


from the Order of the Bankruptey Jud 


May 16, 1975, denying the motion of M 
set aside the confirmation and discharge heret 
for other relief, granting the cross-motion of MetPath 


dated April 1, 1975, to dismiss the Petition of Medical A 


Inc. for said relief, dismissing the said Petition of Medica 

Analytics, Ine., and awarding costs on the motion to MetPath 
The parties to the Order appealed from and 

and addresses of their respective attorneys are as 


Lans Feinberg & Cohen Marshall, 

Attorneys for Petitioner, Allison 
Medical Analytics, Inc. Attorneys 

955 Madison Avenue 430 Park 

New York, New York 10022 New York, 2 

(212) 421-0700 (212) 421-7200 


Raymond Rose Fisher, Hecht 
c/o WetPath Ine. Attorneys for 
60 Commerce Way 200 Park Avenue So 
Hackensack, New Jersey 07606 New York, New York 
C222) 80.) (eS 222 
Louis Rosenberg, Esq. 
Attorney for Debtor in 
Bankruptcy 
16 Court Street 
Brooklyn, New York 
C212))'UL, S=68n0 eee 
By ee enn cit 
ASKonber ofthe Firm 
Attorneys €6r Petitioner/Appelle 
Medical Analytics, Inc. 
555 Madison Avenue 
New York, New York 10022 
(719) 421-0700 


' UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 
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In the Matter _ 


a me Index No. 73 B (222 


“MEDICAL ANALYTICS, INC., - : _ MEMORANDUM 
* eo es . | LAND ORDER - 
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ae COWNER. D. dvs 
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ae thie “is an appeal train an order of Bankruptcy auase ts 


"Edward I ‘Ryan, entered os 16, 1975 )granting the motion ‘ol. 
- respondent MetPath, Inc. ‘(MetPath) to dismiss the petition 
Fag of the debtor~appellant Medical Analytics, Tne. (Medical) tq 


set, aside ‘the confirmation and discharge entered May 2,: ye 


Satin on the ground of fraud, Judge Ryan ruled that the petition | 


“a 
y fet 


DD. : 
was “time-barred “since it was not elisa bio Deeuster i2, 1974, 


2 ee 


ae more “than six months after the date of the confirmation, . 
“Lad 


1] 


+ 
‘¢ 
: 


contrary to an 3.9.05 § 786. 


Medical argues that because the fraud had been concealed by 


e 


“MetPath and its President, ie auc Rose (Rose), the six months!» 


° 
~ 


eriod of limitation should n2ve Szarted running only when Medical 
Giscovered the fraud. In sussort cf this argument, Medical relies 


upon the considerable body of decisional law to the effect that the ” 


statute of limitations against a cause of action for fend 


Oe i es 


o* Pent oe 5 Ae 


starts: running onty when the plaintife discovered, oF, with * 


“aue. giligence, s should have discovered, the fraud.” H Holmbe fe 


Vs Armbrecht 327 U.S. 392, 396- “37 (1946) ; ‘Bailey eae 


21 Wall 342, 348 (2875) [ate ae 


. 


That ‘principle may indeed be applicable ta the present 
facts, but Soak in the way Medical asserts. The result of ade 
application, here ‘is that if Medical has a cause of action for‘ 
‘fraud against MetPath and Rose, the statute of Limitations aie’ eee 
net start’ yupning “against that cause of action unt er : 


knew or reasonably shouis have known of the fraud. 


Lee’ i PN 
Cn is 


But Medical is “nat here cide taies ait cause of action”. 
for damages ‘tt suffered as a consequence of the ba se nial 
it ‘seeks to have. the confirma’ 
so gn its procurenent, and Section 736 “specifically ipeavides ee 
“this particular type of relief may be granted only . the : 3 
application is filed ryithin six months after the arrangement : 


is confirmed” and even than only if 


~ 


"it shall be -3 to appear that fraud was 
practiced in 7 ocurerent of such arrange- a 
ment and tha. “7 sdce of such fraud has come — 
to the potizierer - 

such arrangetcsr 


The emphasizes : ano statuce makes clear 
that it was contemplets? ba ~3 3ix months' period of Limit- 
ation would ru sal Lecs" the Fraud -- and, indeed, . 


7 that if the fraud is 4iaca sete to the period of Limitation 
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an other words, prior to the confirmation) a court ae 


powerless: te et aside the confirmation. 


; oe . 
: co te * 


“professor collier has expressed ni 


pnts cansteuetion of Section 786: - ° 


VAn westieeeun under § 386 { eo 
§ 786) .* * * must be 'filed at cad time 
within ‘six months after an arrangement has 
_ been confirmed,’ The making of the moticn 
within the six months! period is an essential - 
rerequisite. ~ motion made after the six 
months’ periad cannot be granted, The court: 
has po power to exteng the time within which 
the mation may be made * * * ,° The period of 
six months runs from the tim the 'arrange~ 
. ment has been contirmed, ' hh means the date 
£ the order ©o- confirmation; it 


of the entry 0 
- does not run from the date of the discovery 


of the fraud." Collier on Bankruptcy, 4th edie 
oy rey a 648- Mantes inate. 
The courts have one chat, since the. clear 
+ policy underlying Section 786 is the prompt and final ‘dis-- 
sega of bankruptcy matters, the six-months' Limitation 


“in Section 786 is a mandatory one, which deprives ‘the court 


of any discretion to entertain tardy petitions ‘for relief. 


sve NV. 3 


eaiave vi Chane Manhatlan Bonk, 788 717 874 (Sth Cir. 1968); 


7 In £e Graco. Tne... 267 r,Supp. 952, 955-56 (D, conn, 1967) ,. 


also Whiteford Pla sites Co Chase catia ‘Bank, ‘179 €&. 24 


rd Plastics Co. v. Chase Sie" 
enforcea with respes> -o the former ll U.S 
similar predecessor of Section 786. tn re Leight & CoO., 139 


. 


F.2d 313 (7th Cir. 1943). 
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UNITED STATES DISTRICT COURT 

SOUTHERN DISTRICT OF NEW YORK 

In the Matter of Index No. 73 B 222 
MEDICAL ANALYTICS, INC., NOTICE OF APPEAL 


Debtor. 


Notice is hereby given that MEDICAL ANALYTICSS, 
INC., the debtor in the above-named action, appeals ‘to 
the United States Court of Appeals for the Second 
Circuit from the annexed Order of the Hon. Judge Conner, 


dismissing the petition in bankruptcy entered in this 


action on December 1, 1975. 


Dated: New York, New York 
December 30, 1975 


LANS FEINBERG & CCHEN 

Attorneys for Medical Analytics, Inc. 
555 Madison Avenue 

New York, New York 10022 

(212) 421-0700 
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